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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

SCOTLAND’S CONSTRUCTION SECTOR INQUIRY  

SUBMISSION FROM GALLIFORD TRY PLC 

Economic impact of the sector  

1. How important is the construction sector in Scotland as an economic enabler? If 

possible, please provide evidence of knock-on multiplier impacts at local, regional 

and national levels, and explore the impact of the sector on national GDP 

performance.  

The LEK report of 2009 demonstrated that £1 spent in construction generates £2.84 in 

the economy. 

More tangibly, during construction, large projects employ many local people, use local 

hotels, restaurants, shops and modes of travel. On completion these projects provide 

permanent employment opportunities and stimulate the economy through better social 

and economic infrastructure. 

2. What are the causes of the sector‟s productivity challenges? Can you suggest 

possible solutions? 

The lack of continuity in procurement is the biggest single factor undermining 
productivity. Piecemeal bidding, a fixation on lowest price, onerous contract conditions 
and lack of a secured long term pipeline of work does not allow construction companies 
to invest for the longer term.  
 
Long term frameworks based on the “Early Contractor Involvement” principle and 
predicated on quality and a sustainable level of fee would go a long way towards 
improving productivity. Long term security of workload enables investment in training 
and equipment and, crucially, allows back to back frameworks with tier 2 and 3 suppliers 
that enable them to enjoy the same productivity advantages that long term security of 
work brings.  
 
There are many good examples of this approach working well, in the Water Industry in 
particular, where improved value for money can be clearly demonstrated. The perceived 
risk of a lack of commercial tension has proven not to be a reality and genuine win-win 
situations can be achieved through design standardization, removal of duplication of 
effort and man marking, challenging established standards and product standardization. 
 

3. How effective is Scotland‟s construction supply chain? Explore areas of gaps, 

duplication, etc.  

Historically reasonably effective however recent Tier 1 insolvencies and commercially 

disastrous outturn positions on last 3 (AWPR, M8 and Queensferry Crossing) large 

government procured infrastructure projects would suggest appetite from supply chain 
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going forward would be somewhat diminished – particularly with a large Infrastructure 

pipeline in England where Clients are more willing to share risk. 

Scotland is part of a global economy and needs to be seen as an attractive place to do 

business particularly in a clime where labour supply, post Brexit, is at best going to be 

stable and most likely decreasing. 

 

4. What is the future economic outlook and implications of Brexit on the sector? 

See above. This is difficult to accurately assess given current uncertainties but labour 

(and possibly) material supplies are likely to be more constrained. This will mean that 

prices in more remote areas are likely to rise due to simple demand and supply 

economics. Again in order to address this Scotland needs to be seen as an attractive 

place to do business. The £/Euro exchange rate going forward will also have an impact 

on the availability/willingness of labour to service the sector in Scotland and will 

obviously impact on material pricing and therefore sterling build costs. 

 

5. The UK Industrial Strategy Challenge Fund and the linked Sector Deal for 

construction aim to address issues such as improving procurement practices, skills, 

exports and innovation. How do these impact on Scotland?  

The sector deal encourages modern methods of construction – offsite, modular etc. This 

approach is not possible given the fragmented nature of the Infrastructure pipeline in 

Scotland. See response to Q1. 

 

Access to finance  

6. What are the sources of and barriers to accessing finance in the sector? We would 

welcome perspectives from all sizes of businesses from micro through to Tier 1.  

Recent issues within the sector have seen funders attitude to the sector harden. This is 

across the board, whilst it may be easier for sizeable Tier 1‟s to continue to access 

finance, we require the public sector as a key purchaser to lead by example e.g. what 

level of bonding is actually required for this project, is there another way the same end 

could be achieved, what do payment terms look like, how can we help the supply chain.  

All too often Tier 1 contractors are highlighted as the issue when in reality public sector 

are the original source of much of the cashflow. We need cash to flow reliably and 

consistently through the whole supply chain. 
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7. What are your views on payment terms and payment behaviours across the sector?  

The main issue we face is being paid by our customers – largely public sector. Current 

behaviours in some areas are simply unacceptable. If we treated our SME‟s in the same 

way that we are at times being treated no-one would work for us. We have a current live 

project where despite a full adjudication result being found in our favour the public 

sector client is simply refusing to pay – we will require to go to court to enforce the 

decision, wasting precious public sector funds and our own time.  

 

8. How effective is the financial management of large scale infrastructure projects and 

the mechanisms used e.g. project bank accounts?  

Contract bank accounts are ineffective, do not achieve the end goal and are a whole lot 

of bureaucracy and cost for very little gain. Our experience is that the public sector 

procuring departments do not even want these accounts. Ref Q(6) & (7), gross margins 

will have to rise significantly if Tier 1 contractors cashflow becomes neutral through 

project bank accounts. Contractors will have no cash buffer and the rate of corporate 

failure will rise. 

The threshold size of project for consideration of the use of project bank accounts 

should be raised, a sensible level would be £100m. In this situation the potential 

„cashflow‟ gain may meet the vfm test. Having said that this is still not a sensible 

mechanism and ignores the commercial realities of contracting and sub contracting. 

 

Skills  

9. Does the sector‟s skills planning model allow it to realise its full potential, in terms of 

attracting talent, meeting skill shortages, preparing for technological change? 

We believe the model is sound but it is undermined by lack of continuity of work flow. In 

the construction sector the current planning, design development and construction 

procurement approaches are painfully long, drawn out and inefficient, which is stifling 

productivity and work flow. 

10. How does Scotland‟s apprenticeship system contribute to the sector? Is it doing 

enough to meet equality challenges in the sector?  

Foundation, Modern and Graduate Apprentices are a key factor in the sustainable future 

for the sector. With continuity of workflow as described above, Construction 

organisations will be able to fully adopt the system. The system provides a platform for 

equality in the sector which is supported by the majority of the Tier 1 Contractors. There 

is work to do in order to ensure the culture of equal opportunity filters down through the 

supply chain, which can be supported by Quality lead procurement models (rewarding 

those that support the system rather than those that simply offer lowest price). 
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Procurement   

11. How do public procurement practices and procedures impact on the sector?  

Current Public procurement seems founded on a particularly adversarial outlook. This 
drives the way in which contractors will respond and is unsustainable. There is an 
opportunity to consult and engage with the supply chain in a far more mature manner to 
generate the win-win outturns referred to in Q2. 

 
Public procurement practice and expertise is sporadic, whilst in some areas partnering 

ethos is key in certain current contracts public sector behaviours are the worst that we 

have ever seen.  

If we are being fair public sector employees appear to be operating in a climate of fear 

where, due to the current scrutiny on the public purse, local officers are afraid to make 

the sensible decision unless this is 100% in line with the black and white of the contract. 

Within construction, once the project is underway life is often not black and white. We 

seem to have lost the art of partnership 

Public sector also needs to be a sensible procurer to avoid issue down the line, 

cheapest is not always best and as a collective unless the construction sector makes a 

profit jobs will be at stake and insolvencies and disputes will continue. 

 

12. Do you have any suggestions on opportunities to enhance procurement practices 

across the sector?  

Please see response to Q2. The most fundamental move would be to embrace the NEC 
Option C approach to ECI, Target Cost, Cost reimbursable with pain/gain form of 
contract. 

 
More latitude needs to be given to individual procurers and project budget holders to 

make sensible and timely decisions without fear of post decision criticism. 

Programmes of work must be more visible to Contractors with them bidding to join a 

select list as part of a Framework, with appointments to the list based on Quality related 

criteria. Projects can be negotiated or mini tendered from this pool of suppliers who will 

have ring fenced capacity within their organisations for these specific / visible 

opportunities. 

When procuring a project from these frameworks, or as a stand alone scheme, the 

government should have a sensible benchmark value prior to going to market. Points 

should be awarded to bidders based on how close to the budget their proposal is, with 

points deducted for too and for too low. This would prevent over and under pricing and 

give the procurer an added comfort that their chosen contractor understood the 

requirements – pain share/gain share could then be added to that to allow partnership 

working to address issues and opportunities. 
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Infrastructure investment   

13. Considering the national infrastructure construction pipeline, is the planned pipeline 

sufficient? And has the sector got to the ability to meet the country‟s infrastructure 

needs to drive growth?  

The contractor list of bidders for the Edinburgh Tram extension should be a cause of 
concern – there is little appetite from well established local construction companies. 

 

This entirely depends on how the public sector chose to procure these assets, as noted 

above fixed price lump sum win/lose contracts are unlikely to be attractive to the 

majority of infrastructure companies going forward. 

More sensible gain share/pain risk share contracts with partnering as the key ethos 

would attract the right supply chain, especially those based in Scotland. 

Public sector procurers need to look very closely at current behaviours and ask who is 

going to continue working under these terms and conditions in the current economic 

climate. Behaviours need to change and change now as the current market is 

unsustainable. 

 

Innovation   

14. What are your views on the Construction Scotland Innovation Centre?  

The centre has development some useful products since it started in 2014. Moving 

forward, and in addition to continued support in product / system innovation, investment 

is encouraged for method and technology related innovation.  

15. Where are the opportunities for growth within sub-sectors, e.g. offsite construction?  

We agree; off site construction but also mechanical on site methods. We also see the 

technology sector changing how infrastructure assets are used and managed. 

 

16. How will technological changes (e.g. robotics, automation) impact on the sector? 

How can Scotland take advantage of this change? 

We don‟t see a great deal of change within the next 2 years. However, we are predicting 

a step change with the next 5-6years, where higher risk and the more repetitive 

construction techniques will be dominated by mechanical as opposed to people related 

methods. 

We would encourage your financial support to frequent trials that will attract specialists 

in this area to support Scotland based Contractors. 


